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Montreal, one of North America’s most 

dynamic cities—and Canada’s largest population 
centre—is served by Quebec Natural Gas 
Corporation, now one of the Northern and 
Central group. 
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Northern and Central Gas Company Limited 


Combined Statement of Income (Unaudited) 


($O00’s omitted) 

Operating Revenues 

Operating Expenses 

Operations and maintenance . . 
Depreciation, depletion and amortization .. 
Taxes, other than income taxes 

Provision for income taxes 


Operating Income 
Otherincome ss =. 


Total Operating and Other Income 


Interest and Other Deductions 

Interest, less amounts capitalized 

Amortization of finance expenses 

Provision for minority interest, including 
preferred dividends of subsidiaries 

Other, including loss on U.S. exchange 


* Net Income 


Dividends on Preference Shares 
Earnings Available for Common Shares 
Earnings per Common Share 


12 Months Ended 


6 Months Ended 


June 30 June 30 June 30 June 30 
1967 1966 1967 1966 
$120,046 $109,461 $67,773. $61,489 

81,561 12305 42,542 SO ie 
9,620 8,730 5,096 4,655 
a OS2 2,539 L676 1,382 
2,078 1352 2A 17795 
96,208 84,936 51,744 46,004 
23;1-55 24,525 16,029 15,485 
1,906 846 855 394 
25,661 25,371 16,884 15,879 
10,927 9,946 5,671 5,002 
406 348 206 163 
Zee: 22376 1,589 1,622 
119 59 4) 42 
13,576 12729 6,829 
$ 12,085 $ 12,642 GS 9, 
So 2 ae B 1862, <Saleee2 
Sr 307801 oe: Sue 9798 $-8,015 - $ 7,688 
$ 0 Aa 07 pete. pMety timc ious 


Notes: 

1. The above statement combines the operating results of 
Northern and Central Gas Company Limited (the ‘“Company’’) 
and all its subsidiaries on the basis that the Company’s per- 
centage of ownership at June 30, 1967 was held throughout 
the periods reported. Accordingly, the provision for minority 
interests through the periods comprises: 

(1) Preferred dividends of subsidiary companies, and 

(2) Earnings available to the minority shareholders of sub- 
sidiary companies at 9.43% for Canadian Industrial Gas & Oil 
Ltd., 0.96% for Twin City Gas Company Limited, 0.93% for 
Lakeland Natural Gas Limited and Greater Winnipeg Gas 


Company and 35.32% for Quebec Natural Gas Corporation. 
Due to the complexities resulting from the acquisition of sub- 
sidiary companies during the periods reported upon, a state- 
ment of source and application of funds has not been 
included. 

2. The provision for income taxes has been estimated on the 
basis of taxes payable. 

3. Other income includes non-recurring gains of a sub- 
sidiary company in the amount of $768,119 for the twelve 
months ended June 30, 1967 and $325,063 for the six months 
ended June 30, 1967. 


To the Shareholders: 


This interim report shows combined pro-forma results of 
the Company’s operations for the twelve and six month 
periods ended June 30, 1967 and June 30, 1966. The 
figures are presented as if your Company’s 65% interest in 
Quebec Natural Gas Corporation applied during the entire 
six and twelve month periods of 1966 and 1967—rather 
than from the date of acquisition, March 23, 1967. 
Operating revenues for the twelve month period were 
$120,046,000—an increase of 9% over the same period in 


aad 
1966. Earnings per common share were 82c—compared 


ee nent 


es 


to 87c in the previous period. This moderate reduction for 


ee eas 


en a eae 
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the twelve months was the result of a prolonged strike 
experienced by Quebec Natural Gas prior to the purchase 
of a majority position in March. For the six-month period, 
earnings per common share were /Oc this year—compared 
to 67c for the previous period. any ee eae eae 

More than 9,430 new customers have been acquired 
within the utility group since January 1, 1967 and utility 
operations have benefited from colder than normal weather 
throughout the system. 

Since the Company assumed management of Quebec 
Natural Gas, progress has been made in implementing 
plans for accelerated marketing activity, main extensions 
to new housing developments and a program for improved 
efficiency and safety standards. Canadian Industrial Gas 
& Oil Ltd. results have been excellent for the six months 
and have combined favourable explorations and improved 
oil production with increased industrial gas sales and 
further expansion of propane (LPG) deliveries. 

The 1967 capital construction program is on schedule 
and within budget. The 84 mile transmission line from 
Vermilion Bay to Bruce Lake, in Northwestern Ontario, to 
service the Steel Company of Canada’s iron ore pelletizing 
plant was completed two weeks in advance of schedule. 
The town of Atikokan, in the Steep Rock iron range, has 
been piped and more than 450 new customers have 
already signed for service. 

The strong financial position of your Company has been 
well substantiated in three successful underwritings since 
the beginning of the year, notwithstanding a difficult 
money market in Canada and the United States. In June, a 
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Ne NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


1967 1966 
Earnings per common share(") (2) 84¢ 78¢ 
Net income (1) $ 12,441,000 $ 11,444,960 
Earnings available for common shares(1) $ 9601,830 $ 8,704,566 
Dividends paid on common shares S 4,431,394 $ 3,020,920 
Dividend rate per common share 40¢ 36¢ 
Total operating revenue) . $124,333,000 $113,669,000 
Property, plant and equipment() $375,434,000 $331,219,000 
Common shares outstanding at year-end . 11,430,586 11,126,604 
Reserves . oil (barrels) 43,800,000 41,900,000 
gas (mcf) 590,000,000 525,000,000 
Oil and gas properties gross acres 8,411,515 8,827,548 
net acres 2,802,253 3,074,010 


(1) Restated to include all acquisitions as though the percentage ownership held at December 31, 1967, was held throughout 1966 and 
1967. 


(2) Reported earnings for 1966, exclusive of Quebec Natural Gas Corporation, were 90¢ per share. 
Consolidated net earnings for 1967, based on year-end outstanding common shares, were 87¢ per share. 
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REPORT 
TO 
SHAREHOLDERS 


C. Spencer Clark 


Results 

The year 1967 was one of very important ex- 
pansion for your Corporation. It was marked 
by the successful acquisition of approxi- 
mately 65% of the outstanding common 
shares of Quebec Natural Gas Corporation 
and the purchase of the Sault Ste. Marie gas 
system. These two acquisitions provide a 
major contribution to the growth potential of 
the Corporation. 

The accounts ofthe Corporation as present- 
ed in this report reflect the results from the 
dates of acquisition. Consolidated net earn- 
ings for the year were 87¢ per share, based on 
year-end outstanding common shares. Com- 
bined pro-forma earnings, including Quebec 
Natural Gas Corporation for the entire year 
together with applicable costs, were 84¢ per 
share, compared to 78¢ per share for 1966, 
when calculated on an identical basis. Com- 
bined pro-forma earnings for 1966, exclusive 
of Quebec Natural Gas Corporation, were 
90¢ per share. 


Province of Quebec 

Quebec Natural Gas Corporation’s contribu- 
tion to the 1967 earnings was adversely af- 
fected by a strike in late 1966. The dispute 
was resolved by a two-year wage agreement. 
A rate increase granted by the Electricity and 
Gas Board of the Province of Quebec, effec- 
tive January 1, 1968, together with acceler- 
ated market penetration of the Montreal area, 
will make an immediate contribution to 
higher earnings per share for both Quebec 
Natural Gas and Northern and Central Gas. 


Edmund C. Bovey 


The propane-air system of the City of 
Sherbrooke, in Quebec, was purchased dur- 
ing the year in preparation for the planned 
expansion east of Montreal into the Eastern 
Townships and along the north shore of the 
St. Lawrence River to Quebec City. Provin- 
cial authorities have been requested to pass 
enabling legislation, appropriate under the 
laws of Quebec, and favourable action is ex- 
pected in the near future. This expansion 
visualizes an orderly project, phased over a 
five-year period, which will bring natural gas 
service to the last large industrial and popu- 
lation centre in North America not yet served 
by this form of energy. 

Your directors believe that investment 
capital will find itself increasingly welcome in 
Quebec as continuously higher economic 
levels are achieved by the population of that 
province. Industries and utilities which con- 
tribute to the individual consumer's standard 
of living are essential to progress. Your 
directors consider that it is Quebec’s present 
self-awareness, together with the logic of 
self-interest, which makes that province a 
desirable area for capital investment. 


Amalgamation 

The Corporation is the continuing company 
resulting from the amalgamation on January 
1, 1968, of Northern and Central Gas Com- 
pany Limited and its two subsidiaries, Twin 
City Gas Company Limited and Lakeland 
Natural Gas Limited. The Ontario utility 
operations formerly carried on by these three 
companies now comprise the Ontario Divi- 
sion, one of the four profit centers within the 
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Northern and Central group of companies. 
The others are Manitoba (Greater Winnipeg 
Gas Company), Alberta (Canadian Industrial 
Gas & Oil Ltd.) and Quebec (Quebec 
Natural Gas Corporation). 


Finance 

In a further step toward strengthening the 
financial structure of your Corporation, 
management has initiated amendments to 
the first mortgage bond indenture that will 
allow a more flexible and consistent method 
of operation. This will expedite the issuance 
of first mortgage bonds, their covenants, and 
the ability to flow through earnings of the 
subsidiaries to shareholders. These amend- 
ments should be completed by the time of the 
annual meeting. 

Bank credit for a 1968 capital budget of 
$45,000,000 has been arranged. This line of 
credit will enable the Corporation to complete 
its capital program without additional financ- 
ing. However, if market conditions warrant, 
long term debt may be issued during 1968. 
The present financial structure of the Corpor- 
ation will allow the issuance of such debt 
without additional equity being required. 


Organization 

Northern and Central has a skilled and ex- 
perienced executive group with the neces- 
sary depth to perform its function. The under- 
lying financial structure of the Corporation 
remains sound and its securities enjoy a wide 
acceptance. 

Further progress was made during the year 
in reducing operating costs. A central budget 
operation was initiated which will provide 
continuous and immediate information re- 
garding performance of the four profit cen- 
tres. It is planned to consolidate all utility 
customer billing during 1968 and to develop 
procedures that will standardize all general 
accounting operations by early 1969. Geo- 


lo. sur Clorhe 


C. Spencer Clark 
Chairman of the Board 


graphical and functional diversification con- 
tinues to be an important factor in the 
earnings growth of the Corporation. 


Gas Supply 

The certification and construction of the first 
phase of the Great Lakes Gas Transmission 
project has served to provide more gas during 
this present winter. Completion of the Great 
Lakes project in 1968 will provide adequate 
supplies for the short term, including natural 
gas service for the Sault Ste. Marie system. 
The long term situation, however, while 
fundamentally secure, requires serious con- 
sideration by producers, transmission com- 
panies, distributors and regulatory authori- 
ties. Gas discoveries in Western Canada have 
not kept pace with Eastern Canada’s market 
growth and the rate of discovery must be 
increased, or other sources of natural gas will 
have to be found. Management's purpose is 
to ensure that adequate gas supplies are 
available to meet Northern and Central’s 
market growth. 

Trans-Canada Pipe Lines Limited is, at 
present, the Corporation’s only source of gas 
supply. However, with the potential avail- 
able to Trans-Canada and, if necessary, with 
other alternatives, management is confident 
that future requirements will not only be met, 
but will be available at competitive prices. 


Summary 
In gratefully acknowledging the contribution 
made by all officers and employees of the 
Northern and Central group, the attention of 
shareholders is drawn to the detailed reports 
of the activities of the Corporation’s divisions 
in the following pages of the annual report. 
The interest and support of shareholders is 
especially appreciated by the directors and 
management who look forward with opti- 
mism to 1968 and to continued growth of the 
Corporation. 


E. C. Bovey 


President 


February 29, 1968 
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ONTARIO DIVISION 
OF 

NORTHERN AND 
CENTRAL GAS 
CORPORATION 
LIMITED 


Jean-J. Leroux 


Organization 

The Ontario Division was formed to operate 
as one of the four profit centres of the Corpor- 
ation and was the result of the amalgamation 
of the Northern Ontario Natural Gas Division, 
Twin City Gas Company Limited and Lake- 
land Natural Gas Limited. This corporate 
consolidation of all the activities and results 
pertaining to the distribution of natural gas 
in Ontario is centred under one senior execu- 
tive reporting to the president of Northern 
and Central Gas Corporation Limited. 

The new organization retains locally the 
operating names of Northern Ontario Natur- 
al Gas, Twin City Gas and Lakeland Natural 
Gas. 


Results 

Operating revenue increased 16.3% to 
$41,545,000 and net income increased by 
8.7% to $3,901,000. Volume sold was 
65,425,000 mcf in 1967, compared to 
56,310,000 mcf in 1966. 

The Ontario Division obtained 5,161 new 
customers in 1967. 

A major achievement in residential sales 
was the conversion to natural gas, in the first 
year, of 80% of a potential 1,000 customers 
in Atikokan, in Northwestern Ontario. The 
community of Ear Falls was served from the 
Bruce Lake lateral and all of the 70 houses 
built to date are heated by gas. This com- 
munity will have a potential of more than 
400 homes within a few years. A new Sault 
Ste. Marie sub-division of 100 homes was 
provided with temporary propane service. 

Existing industrial customers provided 
much of the increase in industrial sales vol- 
ume. Dryden Paper Company Limited in- 
creased contracted firm service from 2,500 
to 5,500 mcf/day. Caland Ore Company 
Limited and the Adams Mine of Jones & 
Laughlin Mining Company, Ltd. both in- 
creased production by about 10%, with pro- 
portionate increases in gas usage. Spruce 
Falls Power & Paper Company Limited added 
a new paper machine to the Kapuskasing 
mill. 

New industrial customers include The 
Griffith Mine of the Steel Company of Cana- 
da, Limited at Bruce Lake, the Sherman 
Mine of Cliffs of Canada, Ltd. at Timagami 
and Corning Glass Works of Canada Ltd. at 
Bracebridge. Chemcell (Cornwall) Limited 
began using firm service at the rate of 2,300 
mef/day in January, 1967. 

Allied Chemical of Canada Ltd. has re- 
cently entered into a contract for 7,400 
mcef/day for a major new chemical-metal- 
lurgical plant in the Sudbury Basin. Contract 


negotiations are presently underway with 
Kraft Foods Limited, at Ingleside, and with 
Canada Foils Limited at Bracebridge. 


Marketing 

Residential and commercial sales programs 
were based on dealer participation in 1967 
and these active dealer support programs will 
be continued into 1968. Emphasis for cus- 
tomer acquisition will continue to be placed 
on those areas with the largest potential on 
main and sales promotions and manpower 
will be concentrated in these areas. 


Construction 

Capital expenditures in 1967 of $16,331,243 
were made to bring gas service to new cus- 
tomers and to new areas, to improve existing 
distribution facilities and to provide for in- 
creased efficiencies in gas distribution. The 
major projects were: 

m The construction of the Atikokan town 
lateral which required 7.1 miles of 6 and 8 
inch transmission line and construction of 
the Atikokan distribution system. 

m An eighty-mile, 8 inch transmission line 
was constructed to serve The Griffith Mine at 
Bruce Lake and a short lateral and distribu- 
tion system were constructed to serve the 
community of Ear Falls. 

m Extensive improvements were made to 
the distribution system and propane-air plant 
in Sault Ste. Marie. 

m A major feeder main, consisting of two 
miles of 8 inch pipe, was installed to supple- 
ment the North Bay distribution system and 
to provide flexibility in serving new industrial 
and commercial customers. 

m The construction of a distribution system 
to serve 235 homes in the Middleton Park 
Armed Forces housing project at Trenton. 
m The first phase of a distribution system to 
serve Brunetville, near Kapuskasing, was 
completed. 

m The redesign and relocation of the Fort 
William town border station and connecting 
lines, together with alterations to the station 
telemetering system. 

m New business and operations buildings 
were constructed at Atikokan, Matheson, 
Huntsville and Bracebridge. Renovations 
were begun at the North Bay service centre. 


Gas Supply 

The Division maintained a 94% load factor 
throughout the year. On November 1, 1967, 
total contracted daily demand was increased 
by 22,800 mcf. These quantities, plus con- 
tracted peak supply arrangements for addi- 
tional gas, were sufficient to meet maximum 


5 


Construction of the Company’s 
liquefied natural gas storage 
plant in Northern Ontario is 
scheduled for completion in 
July, 1968. This peak shaving 
storage facility will provide the 
Company with important 
economies through improved 
load balance. Shown here, the 
plant is approximately 65% 
completed. 


firm requirements during a recent period 
when record low temperatures were record- 
ed. Contracts negotiated, provisional to com- 
pletion of the Great Lakes Gas Transmission 
project, will provide sufficient quantities of 
gas to meet expected growth in 1968. 

Completion of the liquefied natural gas 
peak shaving plant on the Sudbury lateral is 
expected in July, 1968, and construction is 
presently on schedule. This facility, with a 
capacity of 600,000,000 cubic feet of gas, 
will be available for peaking requirements, in 
addition to the contracted demand, during 
the heating season. 


Acquisition 

The assets in Sault Ste. Marie, Ontario, of 
Great Northern Gas Company, Limited, 
which distributed liquefied petroleum gas 
(propane) in that community, were acquired 
during the year. The Sault Ste. Marie area is 
the largest concentrated market in the Ontario 
Division not yet served by natural gas. In 
addition to acquiring some 2,400 existing 
customers, a present potential of 13,000 
users is available in this city of 73,800 
people. The Algoma Steel Corporation, 
Limited and Abitibi Paper Company Limited 
are both located in Sault Ste. Marie, as well 
as several other important industries. Natural 
gas is expected to reach Sault Ste. Marie in 
November, 1968, as part of the Great Lakes 
Gas Transmission project. 


Regulatory Decision 

The Ontario Energy Board completed a rate 
base and rate of return hearing of Lakeland 
Natural Gas Limited in 1967. The Board's 
decision was most favourable and found that 
an 8.1% rate of return was reasonable and 
not excessive. No maximum allowable rate 
of return was established. 


Personnel 

The total number of employees in the Ontario 
Division, as at December 31, 1967, was 433 
as compared with the December 31,1966, 
figure of 425. Although this figure includes 
personnel necessary for the newly-acquired 
Sault Ste. Marie system, better training and 
increased efficiencies in management and 
supervision has held the overall increase to a 
minimum. 


Summary 

The economy of the area of Ontario served by 
the Division remained at a high level through- 
out 1967 and this is expected to continue 
through 1968. 


ee 


J.-J. Leroux 
Executive Vice-President, Ontario 
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GREATER 
WINNIPEG GAS 
COMPANY 


Arthur R. Elliott 


Results 

Greater Winnipeg Gas Company continued 
to make substantial progress during 1967. 
Annual revenue of $23,875,000 was 6.6% 
higher than 1966. Net income was $3,060,- 
O00, 4.5% greater than the previous year. The 
total number of active customers increased 
6.7% to 93,602 at year end. A total of 5,898 
new customers, and approximately 21,000 
units of natural gas equipment, were added 
to the system during the year. 


Marketing 

The Company continued an active sales pro- 
gram to promote the further use of gas 
through a well-established dealer organiza- 
tion. Co-operative sales campaigns obtained 
maximum gas load gains in new housing and 
in existing homes. The home service depart- 
ment assisted appliance sales by demon- 
strating gas equipment in homes, schools 
and retail stores. 

The Canadian Armed Forces Base at 
Stevenson Field and the Weston Shops of 
the Canadian Pacific Railway Company were 
among major commercial customers added 
to the distribution system. 


Construction 

The 36 mile transmission line from Selkirk to 
Gimli was the major construction project of 
the year. This line was completed in Novem- 
ber, 1967, and made service available to the 
new Calvert's of Canada Ltd. distillery which 
is now under construction. The line will also 
serve the communities of Gimli and Winnipeg 
Beach when distribution systems are built in 
these communities during 1968. 

The Company constructed an additional 
59 miles of distribution mains, installed ser- 
vices for new customers and increased the 
use of rental water heaters and conversion 
burners by more than 5,300 and 1,500 units, 
respectively. Total capital expenditures for 
1967 were $4,707,858. 


Gas Supply 

The Company's maximum daily sendout in 
1967 was 215,094 mcf, which occurred 
during January. Propane peak shaving and 
pipe line peaking service were available to 
supply firm load requirements in excess of 
the contract demand. The Company’s pro- 
pane peak shaving facilities were effective 
throughout the year in reducing the cost of 
gas supply. 

Regulatory Hearing 

The Public Utilities Board of Manitoba in- 


stituted a rate hearing in 1966 based on the 
test year ended December 31, 1965. The 


hearings were adjourned on February 5, 
1968, and an order is expected later this year. 


Taxes 

Municipal, business, property and education 
taxes were $1,100,000 in 1967, $256,000 
higher than similar taxes paid in 1966. This 
increase was caused, in part, by property 
additions during the year and by higher mill 
rates. However, the primary reason for the 
substantial increase was the introduction of 
a property tax by the Provincial Government, 
principally for education purposes, which 
contained an increased mill rate levied 
against industrial and commercial properties. 
The provincial 5% sales tax introduced on 
June 1, 1967, has indirectly affected Com- 
pany costs. However, this tax does not apply 
to gas sales as a tax on gas and other fuels, 
as well as on telephone service, was intro- 
duced by the province in January, 1966. 


Finance 

The Company financed its capital expansion 
with funds generated internally and by 
normal bank accommodation. 


Personnel 
Mr. A. P. Rathke joined the Company in 
January, 1967, as vice-president, operations. 
He had previously been vice-president, en- 
gineering for Northern and Central Gas 
Company Limited. Mr. A. A. Irwin joined the 
Company in November, 1967, as vice-pres- 
ident, marketing and development. Mr. 
Irwin had been vice-president and general 
manager of Lakeland Natural Gas Limited. 
The number of employees on December 
31, 1967, was 377 of whom 134 had been 
with the Company for ten or more years. Total 
number of employees at the end of 1966 was 
367. The Company signed a two-year con- 
tract with the Manitoba Gas Workers’ Local 
9-681 of the Oil, Chemical and Atomic Work- 
ers’ International Union, CLC, effective April 
1, 1967. 


Summary 

Both primary and secondary industries con- 
tinue to locate in the Greater Winnipeg area 
and contribute to the economic growth and 
stability of Canada’s fourth largest popula- 
tion centre. Forecasts indicate that the Com- 
pany can anticipate another year of continued 
growth and expansion in 1968. 


FU. thea 


A. R. Elliott 
President, Greater Winnipeg Gas Company 
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QUEBEC 
NATURAL GAS 
CORPORATION 


Robert B. Craddock 


Organization 

Controlling interest in Quebec Natural Gas 
Corporation was acquired on March 23, 
1967, by Northern and Central Gas Corpora- 
tion Limited. Shortly after, R. B. Craddock 
was appointed chairman and chief execu- 
tive officer of the Company. Subsequently, 
R. R. Colpitts, A. E: Sharovand H.-C. Neal: 
previously vice-presidents of Northern and 
Central, were appointed group vice-presi- 
dents of gas supply and industrial sales, 
operations, and marketing, respectively. 
Other changes were made in the organization 
structure for better control and efficiency. 


Results 

Net income was $1,777,473, compared with 
$1,868,139 for 1966. The reduction in net 
income was largely attributable to a pro- 
longed strike. This strike also seriously affect- 
ed the operations and profit of the coke 
plant. Gas sales revenues were $37,200,489, 
with 48.2% derived from residential cus- 
tomers. Volume sold was 40,500,000 mcf. 

Earnings for 1968 are expected to be 
sharply higher as a result of a revision in gas 
rates approved December 21, 1967, by the 
Electricity and Gas Board of the Province of 
Quebec, effective January 1, 1968, and by 
accelerated market penetration, load up- 
grading and by operating economies. 

At December 31, 1967, Quebec Natural 
Gas was serving 202,202 residential cus- 
tomers. Of these, 85,750 used gas for heat- 
ing, again of 4,224 during the year. 


Marketing 

The Company introduced a new sales policy 
consisting of a strong dealer organization to 
sell new equipment and appliance rental con- 
tracts. Through this policy, 18,169 gas ap- 
pliances were sold or leased from May 1st to 
year end, as compared with 11,296 for all of 
1966. In the last four months of 1967, instal- 
lations were more than double the number in- 
stalled in the similar period of 1966. Over 
35,000 appliances are expected to be sold in 
1968, including a much larger portion of the 
new construction market. Natural gas service 
is expected to be sold to 17,500 new heating 
customers during the present year. 

Sale of gas for industrial purposes was 
held in balance with supply available so that 
a load factor of almost 100% was maintained 
throughout the year. 


Construction 
Programs are being energetically pursued to 
improve the efficiency and safety of the 
distribution system and to increase capacity 
of the low pressure cast Iron mains to meet 
the ever-growing demand from heating cus- 
tomers. Additional outlets from the high 
pressure system are being provided at stra- 
tegic points so as to make more gas available 
to customers connected to the old system. 
A large diameter cross-town feeder line in 


downtown Montreal will be installed in 
1968. This will be an important adjunct to 
the system as it will permit the lowering of 
pressures in cast iron pipe and will enable 
the Company to supply large volume cus- 
tomers in the downtown area. 

An expanded specialized operations group 
is doing effective work in system moderniza- 
tion and leak detection. This program has the 
highest priority. 


Capital Expenditures 

Expenditures were $11,581,861 during the 
year for main extensions, system renewal and 
improvement, rental equipment on custom- 
ers’ premises and for the completion of new 
operating and administration buildings. 

A total capital expenditure of $23 million is 
planned for 1968. The major portion will be 
for system expansion and the remainder for 
the continuing program of replacing cast iron 
mains and improvement of the system, in- 
cluding the cross-town feeder and peak 
shaving facilities. 


Gas Supply 

The present daily contracted demand is 
112,000 mcf. A contract for new gas has 
been negotiated for delivery of an additional 
32,500 mcf per day, to begin November 1, 
1968. This contract will increase by annual 
increments to 56,000 mcf additional per day 
in 1972, for a total volume under contract of 
168,000 mcf per day. 

In addition to contracting for an adequate 
supply of gas, studies indicate the need for 
extensive peak shaving facilities. For the 
short term, winter peaking service is being 
provided by Trans-Canada Pipe Lines Limit- 
ed, as well as by the propane-air plant and 
holder storage. As these combined sources 
are inadequate to meet future requirements, 
plans are now being finalized to build a 
liquefied natural gas storage plant to provide 
peak shaving gas for the 1969-70 heating 
season. 


Acquisitions 

The gas distribution system and propane-air 
mixing plant of the City of Sherbrooke was 
purchased in September, 1967, by Gaz du 
Québec, Inc., a wholly owned subsidiary of 
the Company. 

Negotiations are progressing for the pur- 
chase from Laduboro Oil Limited, and its 
subsidiary, Radisson Natural Gas Company 
Limited, of the proven natural gas reserves of 
these companies and the transmission line 
which serves a number of industrial cus- 
tomers in the Trois-Riviéres area. 


KY ae 


R.B. Craddock 
Chairman of the Board, 
Quebec Natural Gas Corporation 


Ne 
CANADIAN 


INDUSTRIAL 
GAS & OIL LTD. 


Edward A. Galvin 


RESULTS 

A most favourable year was recorded for 
Canadian Industrial Gas & Oil Ltd. in 1967 
and all phases of the Company’s operations 
experienced significant growth. Revenue in- 
creased by 8.9% to $21,268,000 in 1967 from 
$19,528,000 in 1966. Net income increased 
10.9% to $6,151,000 from the 1966 net 
income of $5,547,000. 


Exploration—Oil and Gas 

Exploration and development again featured 
prominently in the Company’s activities 
during the year with acquisition of lands in 
several new areas and participation in the 
drilling of sixty-eight wells. In the north- 
western Alberta Keg River basin, a second 
excellent oil well was completed at North 
Zama, offsetting the discovery made in late 
1966. Additional seismic surveys were under- 
taken which resulted in an interest being 
acquired in 8,000 acres of petroleum and 
natural gas holdings at North Zama. Two 
drillsites were defined on the Company's 
Hay Lakes holdings and drilling operations 
will commence early in 1968. 

A 20% interest is held in 50,000 acres of 
petroleum and natural gas leases in British 
Columbia in an area considered to be an 
extension of the Rainbow basin. An outside 
company has completed a seismic program 
on these lands and has commenced drilling a 
deep exploratory well to earn an interest in a 
limited amount of acreage. Several other 
companies have announced plans for drilling 
in the vicinity of Company holdings during 
the 1968 winter season. 

CIGOL is a participant in the large Arctic 
Islands exploration program announced late 
in 1967 by Panarctic Oil Ltd. The initial 
undertaking of the consortium, of which 
CIGOL is a member, covers a period of four 
years and will involve the expenditure of 
approximately $20,000,000 on lands totalling 
44,000,000 acres. 

Through its wholly-owned subsidiaries, 
Canadian Industrial Gas (U.K.) Limited and 
Northern and Central Gas (U.K.) Limited, the 
Company holds interests in four production 
licences in the British sector of the North 
Sea, totalling approximately 770,000 ‘acres. 
Two wells were drilled during 1967 and a 
third was commenced shortly before year end 
and has since been abandoned. Plans have 
not yet been finalized for the 1968 North Sea 
program. 

Basic exploration surveys were carried out 
during 1967 on large acreage blocks in 
Saskatchewan in which CIGOL acquired an 
interest during 1966 and early 1967. Several 


exploratory tests will be drilled on these lands 
in the early part of 1968. 

During the latter part of the year, the Com- 
pany participated in the drilling of two wells 
in southern Alberta which resulted in an oil 
discovery and a gas discovery. Further evalu- 
ation of these discoveries is planned during 
1968. 

At year end, CIGOL held an interest in 
8,411,515 gross acres, equal to 2,802,253 
net acres, located in Western Canada, On- 
tario, Quebec, the Arctic Islands and the 
North Sea. A gross royalty interest is also 
held in 1,134,847 acres. 


Exploration—Minerals 

Geophysical surveys were conducted on the 
Company’s exploration licence in Anglesey, 
North Wales, for which a diamond drilling 
program was set up for 1968. A large explor- 
atory licence was acquired in the uranium 
area of northern Saskatchewan and an air- 
borne radioactivity survey commenced. Re- 
sults to date of this survey warranted the 
staking of an additional 400 mineral claims. 
The Company also participated in geo- 
chemical surveys in the Yukon Territory and 
the Lake Abitibi area of Ontario and Quebec. 


Acquisitions 

Acquisitions again played a large role in re- 
placing and increasing CIGOL’s oil and gas 
reserves. 

Oil reserves were purchased for cash in the 
Pembina, Joarcam and Excelsior fields while 
substantial gas reserves were purchased in 
the Bittern Lake, East Crossfield, Nevis, 
Westlock and Ghost Pine areas, all in 
Alberta. 

A major acquisition was effected October 
1, 1967, when the Company purchased all of 
the Canadian producing properties, non- 
producing acreage and other assets of 
Camerina Petroleum Corporation. These im- 
portant oil properties include interests in the 
Weyburn field in Saskatchewan and the 
Inverness, Swan Hills, Joffre and Buffalo 
Lake fields in Alberta. As a result of this 
acquisition, substantial interests in gas pro- 
ducing properties are now held in the Ghost 
Pine and Nevis fields in Alberta and the 
D‘Clute field in Ontario. It is estimated that 
these properties will generate a net annual 
revenue of $720,000 in 1968. 


Liquefied Petroleum Gas 

Despite generally warmer weather, the Com- 
pany’s wholly-owned subsidiary, CIGAS 
Products Ltd., increased its sales from 35.6 
million gallons to 37.6 million gallons of 
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liquefied petroleum gas in 1967. CIGAS is 
participating with Western Propane Inc., in 
which it holds a 50% interest, in a refrigerated 
storage project for propane and butane, 
located in the State of Washington. The 
Pacific Northwest is an area deficient in 
winter storage for liquefied petroleum gas 
and the availability of locally stored product 
is expected to assist market development. 
New and expanded gas processing plants in 
Alberta are expected to provide better avail- 
ability of product through 1968 and 1969, 
permitting expansion in markets served by 
CIGAS. 


Industrial Natural Gas System 

The industrial natural gas division increased 
sales from 33,424,000 mcf to 35,695,000 mcf 
for the year. The larger sales have required 
the expansion of facilities and reserves. In 
addition to increasing reserves by cash pur- 
chase, gas has been obtained through gas 
purchase contracts with other producers. To 
tie in these additional gas reserves, a 46 mile 
10 inch and 8 inch gas transmission line was 
constructed during 1967. 


Production and Reserves 
The production of oil and gas increased by 


6.4% and 5.5% respectively. Net annual oil 
production increased from 2,609,300 barrels 
to 2,780,500 barrels, while net annual gas 
production increased from 24,281,000 mcf 
to 25,598,500 mcf. 

CIGOL’s oil and gas reserves also im- 
proved during the year. Oil reserves, when 
consolidated with those of Prairie Oil 
Royalties Company, Limited, increased from 
41,900,000 barrels to 43,800,000 barrels and 
gas reserves increased from 525,000,000 
mcf to 590,000,000 mcf. 


Summary 

While Canadian Industrial Gas & Oil Ltd. 
experienced a most favourable year in 1967, 
forecasts indicate that all operations, together 
with the net earnings of the Company, will 
continue this significant growth rate through 
1968. 


Deg: 
E. A. Galvin 


President, 
Canadian Industrial Gas & Oil Ltd. 


ANNUAL GAS SALES - REVENUE 
Millions of Dollars 


150 
RESIDENTIAL 
135 
COMMERCIAL 
120 
aye) INDUSTRIAL 
75 


Utilities Only 


Pe 
oe bf EE 
-_E EEE 
me i Ge 
"ge Be 
"on oe 


1963 1964 1965 1966 


10 


ANNUAL GAS SALES - VOLUME 
Millions of MCF Utilities Only 


150 
RESIDENTIAL 
135 a" 
COMMERCIAL 
120 
DB woustmiat 
105 panes 


1964 1965 1966 1967 


GROSS UTILITY PLANT 
Millions of Dollars 


exclusive of CIGOL 


270 


= 
o 
So 


1964 1966 


Ne NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED 1967 1966 
STATEMENT Revenue 
OF INCOME Sales... . ee eae HST AZb, STEIN 
AND RETAINED Gain on nenoe af Gnesi Pee ie Oeste TE Mer er Zo 443 
EARNINGS 87,356 FONog 
for the year ended Expenses 
December 31, 1967 Operations and maintenance. . . . ey Oe cs 1S 56,799 50,670 
(thousands of dollars) Depreciation, depletion and anonenon whit 5 a ihe elgt Eaal  Re LOZ | 6,408 
Laxes,.ornekthansneome taxes... See > Pe Bes 1,668 (cre) 
Intereste 21s. ialat Cmrn Mieciet cal 7,040 5,962 
Amortization of AR Ane eri Shel Eee. PT een a eae 243 DOM 
DURE of Le WiLL ail at Oe Soe oT a career a — 1418 
ISA 64,717 
INGOmenDETOreMtne HOUGWING 2) boon es. cs meee eS wen les te ce fe 14,085 13,442 
Provision for income taxes (Note 10) ... . gene 298 1,443 
Portion of loss incurred by Quebec Natural Gas Coroner 
since acquisition (Note 2)... . fhe Pore Vai te ame 110 _ 
Provision for minority interests (Note 2) 
Preference dividends of subsidiary companies ....... 1,058 356 
Common share earnings of subsidiary companies . . ... . 426 3,208 
2,892 5,007 
NGEIN CONIC eee ae is cn ee a hee) veel hes os Ti SS 8,435 
Retained earnings at beginning of year. .°. 6 2 . 2. . : LOPS IZ 6,489 
21,505 14,924 
Dividends ensoreference shares... he en let 12238 760 
Dividends on common shares . . . ene at ae 4,431 S024 
Amortization of acquisition premiums (Note 6) . ee ot ee 494 320 
Subsidiary acquisittOn: COSIS . > . yvevaneemee come tenn see AT 3. 2 179 Biel 
ASGIMISIMENT Ol DNOr Years INCOME 8 ee) .a gist bao (le i — 
6,449 4,612 


Retained Earnings at End of Year (Note 8) . ........ 5) 15;056. -So10;3si2 
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CONSOLIDATED 
BALANCE 
SreeT 


as at December 31, 1967 
(thousands of dollars) 


ASSES 


Property, Plant and Equipment, at cost (Note 3) 
Accumulated depreciation and depletion 


Investments 


Marketable securities, at cost which approximates quoted market. 


Affiliated companies—shares at cost and advances 
Mortgages receivable. 
Other . 


Current Assets 

Casha. Esk Oe 

Accounts receivable . . 

Unbilled gas sales (Note 4) 

Materials and supplies, at cost . 
Prepayments, advances and deposits. 


Deferred Charges, less amortization (Note 5) 
Debt and capital stock issue expense 
Conversion costs 

Other . 


Premiums Incurred on the Acquisition of Subsidiary Companies, 
less amortization (Note 6) . 


Signed on behalf of the Board: 
C. Spencer Clark, Director. 
Edmund C. Bovey, Director. 


i NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


1967 1966 
$375,434 $212,223 
66,496 36,680 
308,938 175,543 
2,482 3,129 
896 809 
5,542 592 
1,290 468 
10,210 4,998 
2,850 eee: 
19,136 13,010 
4,533 1,175 
6,669 2,140 
tie 467 
34,965 17,966 
9,343 4,167 
2,811 521 
1,109 175 
13,263 4,863 
36.971 12,327 


$404,347 


$215,697 


SHAREHOLDERS’ EQUITY 


Capital Stock 
Authorized 
599,525 First preference shares with a par value of $50 
each, issuable in series 
1,991,875 Second preference shares with a par value of $25 
each, issuable in series 
30,000,000 Common shares without par value 
Issued (Notes 1 and 7) 
156,325 $2.60 cumulative first preference shares, first series, 
currently redeemable at $52.50 per share 
42,992 $2.70 cumulative first preference shares, second 
series, currently redeemable at $51.50 per share. 
308,650 $1.06 cumulative convertible second preference 
shares, series A, redeemable at $27.50 per share 
1,320,000 $1.50 cumulative convertible second preference 
shares, series B, redeemable at $26.50 per share 
11,430,586 Common shares . 
Retained Earnings (Note 8) 


Contributions in Aid of Construction 


LIABILITIES 


Minority Interests in Subsidiary Companies (Note 9) 
Long-Term Debt 


Current Liabilities 

Bank indebtedness (includes $5,875 secured) 
Accounts payable and accrued . 

Accrued interest. 

Income and other taxes . A eee le 
Current maturities on long-term debt. 

Other . 


1967 1966 
> 7.6165 8 3,000 

2,150 — 
Telo 7,919 

33,000 — 
53,460 51,606 
15,056 10,312 
119,198 Ti on 
1,705 De, 
30,943 12,184 
215,160 101,998 
6,418 pesne 
18,085 10,805 
2,264 793 
798 724 
9,146 2,984 
630 543 
37,341 23,401 
$404,347 $215,697 
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Ke NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED ee ae 
STATEMENT OF 


SOURCE AND Source of Funds 

APPLICATION From operations 

OF FUNDS Netincome .. . nny oY $ 11,193 $ 635 
for the year ended Charges not requiring fs (depreciation, depletion. 

December 31, 1967 amortization and provision for minority interests). . . . . . 10,506 4,876 


(thousands of dollars) 


21,699 13,311 


issue ‘of funded debtic~ 22.c i: once. Oe See ee ee aa 31,983 12,000 
issuecsol preference shales: ou dais eae ee ee ee 35,150 — 
Issue of common shares 
FOLCash ei. : Pe ee eee rs a ag 18 Os 107 22 
Under share Se ates sf spend id 5 Me a= SS Fe 1,748 253008 
Increase in bank loans and other long- ae dept Sn’, eee 200 ge 11,894 4,500 
Working capital of subsidiaries at dates of acquisition (2). . . . 3,150 3,460 
106,331 58,598 
Application of Funds 
Additions to property, plant and equipment (net) . . . .... 45,177 25,916 
Retirement of funded debt ....... PRerire’ 5. 6 8,806 2,442 
Dividends on:.common-shafes 2.4 2.5 se. oe eee 4,431 3,021 
Dividends on preference shares. . . . cele tiie 7 a onan 1,238 760 
Acquisition of shares of subsidiary companies . ...... . 38,017 26,242 
Financing expenses and other deferred charges. . ...... 3,466 361 
Mortgages: receivable) 0h co a tae a ee eee 1,835 mk 
Other items: (Heth 12, SR TE Sk ee a ee es oe 302 1,494 
103,272 60,553 
Increase (Decrease) in Working Capital Position ....... $ 3,059 $ (1,955) 


(1) The source and application of funds of subsidiary companies have been included from the dates of acquisition. 
(2) Working capital of subsidiaries at the dates of their acquisition (Quebec Natural Gas Corporation in 1967 and Canadian Industrial 
Gas & Oil Ltd. in 1966) is reflected as a separate item. 
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Ke NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


STATEMENT OF 
LONG-TERM DEBT 


as at December 31, 1967 
(thousands of dollars) 


Funded Debt 


Northern and Central Gas Corporation Limited 
First Mortgage and Collateral Trust Bonds 
6% Series . Ee es 
5%% Series . 
5%% Series 
5%% Series 
6%% Series 
6% Notes... 
6% Subordinated Notes 
5%% Subordinated Debentures 
6% Subordinated Debentures . . 
6% Subordinated Sinking Fund Debentures. 


6%% Subordinated Sinking Fund Debentures . 


Greater Winnipeg Gas Company 
First Mortgage Bonds 
5%% Series A 
6% Series B . 
6% Series C . 
5%% Series D 
6% Debentures. . . 
5%% Subordinated Debentures 
Canadian Industrial Gas & Oil Ltd. 
5%% First Mortgage Sinking Fund Bonds . 
6% Notes. oe ae 


Quebec Natural Gas comonten 
First Mortgage Bonds 
6% Series . : 
5%% Series 
6% Series . 
5%% Series . 
6% Series . 
7% Series . 
General Mortgage Bonds _ 
6%4% Series B : 
6% Series G . 
6% Series | : 
5%% Subordinated Debentures 


Premium on U.S. funds . 
Demand Bank Loans 
Northern and Central Gas Corporation Limited 
Canadian Industrial Gas & Oil Ltd. 
(secured by producing properties) 
Quebec Natural Gas Corporation 
Other 
Mortgages . 
Interest-free purchase agreement 


Current Maturities on Long-Term Debt . 


NOTES: (1) Stated in U.S. funds. 


(2) Repaid out of proceeds of 1967 funded debt issue. 


Year of 


1984 
1970 


Due Within 


Maturity One Year 


1967 
$ 316 4,687 
234 3,464(1) 
225 4,100 
225 5,325 
450 12,000 
140 1,580(1) 
= 6,500(1) 
250 7,250 
212 6,602 
235 4,230 
687 25,000 
162 5,525 
125 4,625 
125 4,750 
163 6.500 
75 2,050 
45 1,695 
325 11,000(1) 
105 236 
620 10,729 
404 7,001 (1) 
246 7,688 
120 3,760(1) 
135 4,365 
= 6,000 
750 1,500 
250 10,000 
= 2,500 
500 19,000 
67 2,055 
10,495(3) 
1,892 8,633(4) 
13,000(3) 
= 234 
63 227 
$9146 224,306 
9.146 
$215,160 


(3) The company proposes to repay these demand loans out of the proceeds of long-term financing. 
(4) Includes $5,950,000 payable on properties acquired during the year. This amount was financed in January, 1968 by a 


long-term bank loan. 


1966 


$ 5,003 


3,698(1) 
4,325 
5,550 

12,000 
1,720(1) 


7,400 
6,682 
4,465 


5,688 
4,750 
4,875 
6,500 
2,125 
1,695 


11,000(1) 
320 


12,000(2) 
3,750 


241 
350 


104,982 


2,984 


$101,998 


(5) Long-term debt maturities and sinking fund requirements for each of the four years subsequent to 1968 are as follows:— 
1971 — $8,625,000 


1969 — $9,899,000 


1970 — $9,224,000 


1972 — $8,514,000 
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Ne NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1967 


1. AMALGAMATION AGREEMENT 


The three Ontario gas distribution companies, Northern and Central Gas Company Limited (‘Northern’) and its subsidiaries, Lakeland Natural Gas 

Limited (‘Lakeland’), and Twin City Gas Company Limited (“Twin City’), entered into an amalgamation agreement which resulted in the creation 

of a new company, Northern and Central Gas Corporation Limited, (“the Company”) on January 1, 1968. These financial statements reflect con- 

versions of shares arising out of the amalgamation as follows: 

(a) Conversion of the common and preference shares of Northern into.common and equivalent preference shares of the Company in every case on 
the basis of 1 for 1. 

(b) Conversion of $20 par value 5.4% cumulative preference shares of Lakeland into $50 par value $2.70 cumulative first preference shares, second 
series, of the Company on the basis of 2% for 1. 

(c) Conversion of 15,682 common shares of Lakeland held by minority shareholders, into 10,454 common shares of the Company on the basis of 
SulOlees 

(d) Conversion of 7,675 common shares of Twin City held by minority shareholders, into 9,594 common shares of the Company on the basis of 
4 for 5. 


2. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements of Northern and Central Gas Corporation Limited for the year ended December 31, 1967 include the accounts 
of all its subsidiaries. For the major subsidiaries included, the percentage ownership acquired during 1967 and the percentage ownership at December 
31, 1966 and 1967 are as follows: 


Owned at Acquired Owned at 
Dec. 31, 1966 in 1967 Dec. 31, 1967 
Canadian industrial Gas *& Oil: Etdiayy acu cl ee eee ee ne 86.1% 4.8% 90.9% 
Greater Winnipeg Gas: Company — 2. 6a. aca Sou ke icy oe ec St ne =n 98.9% 0.2% 99.1% 
Ouvebec’ NaturaltGas- Corporation. sume ers ee ae te ane — 65.2% 65.2% 


The Company acquired 60.3% of the common shares of Quebec Natural Gas Corporation as of March 23, 1967 under its share purchase offer. A 
further 4.9% was acquired in the open market. 

The consolidated statement of income and retained earnings for the year ended December 31, 1967 reflects the operations of the Company and all 
its subsidiaries except those of Quebec Natural Gas Corporation. The Company’s portion of that subsidiary’s loss for the period from the date of 
acquisition to December 31, 1967 is reported as a separate item in the statement of income. 

For comparative purposes, the 1966 income figures have been restated from those previously reported to reflect the full operations of Canadian 
Industrial Gas & Oil Ltd. (acquired during 1966) with the provision for minority interest reducing the Company’s share of that subsidiary’s net income 
to the proportion that was earned by the Company from the dates of acquisition. 

The provision for minority interests for 1966 has been restated to include preference dividends of a subsidiary in the amount of $120,000 previously 
shown in consolidated retained earnings. 


3. PROPERTY, PLANT AND EQUIPMENT 


Fixed assets at December 31, 1967 consist of the following: 


Eandrandsbuilaingse: 1 ces Bec ee ee ee ep re eee a ea $ 16,951,220 
Oil and gas production systems (including properties, pipelines, processing plants and equipment). . . . 86,567,480 
Gas:Storage facilities. An ik (le alee “aie oe te ee ee aera ee ec a aie ie A 2,093,228 
Gas distribution systems (including mains, services, meters and stations). . ..........4.~. 222,973,960 
Equipment/onsoustomersspremiSeS. #8 a. eee” Sta ee eee oy | ee nm ea a 20,872,061 
MOT)! 5) APRS, Wis 5s HR depen ce ke a i peta ee Ae ag OR cag re ec 20,154,298 
VOR In progress .o7 MINN ates ke pe it I USE 0 pedne Sage Me gt RE le ot ce i 5,822,082 
375,434,329 
Accumulated: depreciation .« « my his 28a Wee 5 a So, fence ey Usb yn cy i es oer Ome aC) EO e 75) 
Acctimulated depletion 4. 3.00 sen oe eo) Sl se Oe Sn ee, er eee ee 16,483,270 66,496,520 


$308,937,809 


Cost of gas and oil properties is determined by capitalizing all costs related to the exploration for and development of gas and oil reserves, whether 
productive or non-productive. 

Utility plants are being depreciated over their estimated useful lives. Gas and oil properties are being depleted on a composite unit-of-production 
method based on total estimated reserves. 
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NOTES CONTINUED 


A UNBILLED GAS SALES 

The Company and its subsidiaries, except Greater Winnipeg Gas Company, account for unbilled gas sales at selling price. Greater Winnipeg Gas 
Company does not account for unbilled gas sales. 

Sp WEPERRED CHARGES 


Debt and capital stock issue expenses are being amortized over periods not exceeding 25 years. 
Conversion costs, representing costs of converting customers to natural gas, are being amortized over periods not exceeding 10 years. 
Other deferred charges consist of : 


RCCmCaniNULeXD CSCS anata a ie acne fave. OS ose (oak, ON Ge A eee Cot Pye LN yon al WO. BR Obo 
BOOZ OnKeXDONSCSimes | ate ernta ten Pa Ns WEA he Rie by Oe ee ee Aker ige | HOPS S 
EXCESS CAS: GOSS. “a reg O A, EN USVI AG ae yo Pe ets aoe eet La is eect mL ne ihe Soy As 149,547 
acorn AnVASUGV.GV SMe lO bl ay he MIRE R Mare Ma Lame ey: Cos hy |.) am pee eee Dee ca eet gis ANA io re ee i: 278,529 

SelOo264 


Rate hearing expenses are being amortized over a five year period. 
Excess gas costs are due to the delay in construction of gas supply facilities and will be amortized over the term of the gas supply contract 
commencing with the initial deliveries from the new facilities. 


6. PREMIUMS INCURRED ON THE ACQUISITION OF SUBSIDIARY COMPANIES 


_These premiums were incurred by acquiring common shares of certain subsidiary companies at approximate market values which were in excess of 
the net book values of these shares. These premiums are being amortized to retained earnings at a rate approximating that used to depreciate the 
Company’s utility plant. Amortization of the premium on shares of Quebec Natural Gas Corporation will commence in 1968. 

Premiums on additional shares of Canadian Industrial Gas & Oil Ltd. and Greater Winnipeg Gas Company acquired for cash in 1967 have been 
written off in full. 


7. CAPITAL STOCK 


The shares of various classes of capital stock of the Company issued or redeemed during 1967 are summarized as follows: 


First Preference Shares Second Preference Shares 
First Series Second Series Series A Series B Common Shares 
Number Amount Number Amount Number Amount Number Amount Number Amount 
Balance December 31,1966 ..... 160,000 $8,000,000 — — 316,775. $7,919;375 = — 11,126,604 $51,605,555 
Issued for cash 
BUDHCIONCINOMes wt) tis a's in Ble 1,320,000 $33,000,000 
Incentive stock option plan. . . . . 2,800 IR) STs) 
Employees’ share purchase plan. . . 5,646 77,609 
Issued in exchange for shares of 
Canadian Industrial Gas & Oil Ltd... . 275,488 1,631,250 
Twin City Gas Company Limited 
(amalgamation—Note1) ... . 9,594 62,269 
Lakeland Natural Gas Limited 
(amalgamation—Note 1) .... 42,992 $2,149,600 10,454 54,100 
RMECEOMMCCM eS ries celle) 6) Abreh any Boles (8,675) (183;750) (8;925)) (2037125) 
Balance December 31,1967 ..... 156,325 $7,816,250 42,992 $2,149,600 308,650 $7,716,250 1,320,000 $33,000,000 11,430,586 $53,460,358 


The first preference shares, first and second series do not have voting rights under present conditions. 

The second preference shares, series A are convertible into a maximum of 493,840 common shares. 

The second preference shares, series B are convertible into a maximum of 2,376,000 common shares. 

40,000 common shares of the Company have been reserved under the provisions of the employees’ share purchase plan, of which 6,117 common 
shares have been issued to date. At December 31,1967, subscriptions to purchase 4,242 common shares at prices ranging from $9.76 to $12.29 per 
share were outstanding. 

The consideration for the common shares issued in exchange for shares of Canadian Industrial Gas & Oil Ltd. and to former minority shareholders 
of Lakeland and Twin City, was equivalent to the net book value of the shares acquired. 

The Company has reserved 219,500 common shares for possible issuance in exchange for 219,500 common shares of a subsidiary presently under 
option to certain employees of that subsidiary. 
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NOTES CONTINUED 


Warrants and employees’ options with respect to the Company's common shares are summarized as follows: 


Balance Issued Balance Price 
Outstanding or Outstanding per 
Dec. 31,1966 Granted Exercised Expired Dec. 31, 1967 Share Expiry Date 
VVARTATIIS Pans We asi ace Keane A teats 20,000 20,000 $ 9.25 February 21, 1969 
625,000 625,000 14.00 June 1, 1977 
175,500 175,500 14.00 August 1, 1977 
20,000 800,500 820,500 
SLOCK OPIOMIRLANS see: as “ol eee ees 2,800 2,800 
9,000 9,000 14.625 May 12, 1970 
146,000 146,000 Les 125 January 11, 1971 
143,500 13,000 130,500 16.00 February 10, 1971 
10,000 10,000 14.01325 May 17,1971 
100,500 100,500 12.94 July 11, 1971 
19,500 19,500 12.94 April 6, 1972 
50,000 50,000 1275, October 5, 1972 
431,300 50,000 2,800 13,000 465,500 


451,300 850,500 2,800 13,000 1,286,000 


Subsequent to December 31,1967, an additional 21,000 common share options were granted at a price of $11.875 per share, expiring January 8, 
1973. 


The Company has reserved 600,000 common shares under its stock option plans. 


8. DIVIDEND RESTRICTIONS 


Under the terms of the Deed of Trust and Mortgage, as amended, securing the Company’s First Mortgage and Collateral Trust Bonds, the Company 
is restricted as to the amount of dividends that can be declared or paid. As at December 31,1967, retained earnings in the amount of $13,100,000 
were so restricted. 


9. MINORITY INTERESTS IN SUBSIDIARY COMPANIES 
Minority interests are applicable to: 


Préeferredushares. of subsidiaries’: wre 2% we ce ee) te le pe es me Ge pe Oe Ate etre cco a et 
Common, shareiequity:ofisubsidiantesies meu. es) umes eae ci Cet a SP ee 9,448,136 
$30,942,906 


Canadian Industrial Gas & Oil Ltd. has 399,477 preferred shares ($10 par value) outstanding at December 31,1967, which are convertible into 
common shares on a basis of four common shares for five preferred shares until July 1, 1973, thereafter redeemable at par. At December 31,1967, 
there were options outstanding to purchase 219,500 common shares at a price of $10 per share exercisable at various times to October 26, 1973. 


Quebec Natural Gas Corporation has reserved 364,120 common shares for possible issuance against the exercise of warrants at prices from $9.50 
to $15.00 during the next 9 years. 


10. INCOME TAXES 


As a result of the Company's intention to claim for tax purposes (1) depreciation in excess of that recorded in the accounts, and (2) certain capitalized 
and deferred expenses that must be claimed in the year incurred, the provision for income taxes has been reduced by approximately $4,900,000 in 
1967 and $2,612,000 in 1966. These differences may be applicable to future periods in the event amounts that can be claimed for tax purposes are 
less than those recorded in the accounts. The accumulated amount by which income taxes have been so reduced in this and prior years is approxi- 
mately $23,400,000. 


For regulatory purposes, the Company intends to claim only those income taxes paid or payable during the year. 


Hl. CAPITAL EXPENDITURES 
It is estimated that the companies will expend approximately $45,000,000 on capital projects during the year ending December 31, 1968. 


12. CONTINGENT LIABILITY 


A suit for rentals of $120,000 per annum from November 27, 1959, plus interest, has been filed by the National Harbours Board against Quebec Natu- 
ral Gas Corporation. The amount claimed is being contested, and a reasonable provision for such rental has been made in the accounts. 


13. DIRECTORS’ AND SENIOR OFFICERS’ REMUNERATION 
The remuneration of directors and senior officers of the Company aggregated $526,000 in 1967. 
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Ke QUEBEC NATURAL GAS CORPORATION AND SUBSIDIARY COMPANIES 


CONSOLIDATED 
STATEMENT 

OF INCOME 

for the twelve months ended 
December 31, 1967 
(thousands of dollars) 
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(Note 3) 
1967 1966 
Revenue 
Gas Sales-and: otherincome:*.- & i 70a: 2, ee ee eee $38,504 $36,602 
Expenses 
Operations and mamtenance: So 8s ich 5 an 2 oe ee 27.30 27,090 
Coke: operation—net (credit) gi Ao! ad des Me ree (308) (793) 
Depreciation.(NOte b}- seri ee cee ee ae 2,412 2,281 
AIO ZATION 2a oa ese Ee ee a a 466 466 
Taxes,,other- than income:taxes vis .-h 3) (3) ee ee L627 1,290 
Interest onilohg-tenmdebt. =. (55-26 eae. yet ed ce eee 4,423 4,236 
Otheninterest: sg eee tan ee ec te eee 352 24 
Amortization. of dept-discount and’expense a). “0.ee ee 178 140 
36720 34,734 
Net Income. (Note: 4 ahha ia oe el aaa ah oe ce a a S71 oF $ 1,868 


The accompanying notes. are: an integral part of this statement. 


AUDITORS’ REPORT. 


To the Directors, 
Quebec Natural Gas Corporation, 
1717 Du Havre, Montreal, Que. 


We have examined the consolidated statement of income of Quebec Natural Gas Corporation and subsidiary 
companies for the twelve months ended December 31, 1967. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as we consider- 
ed necessary in the circumstances. 

As explained in Note 2 to the financial statement, the fiscal year of the Corporation was changed to December 
31, commencing with 1967. We examined the Consolidated Statement of Income of the Corporation for the 
six months to December 31, 1966, but did not conduct an examination of the accounts for the first six months 
of 1966 as such. Consequently we are unable to express an opinion on the results of the operations for the 
twelve months to. December 31, 1966, although we have no reason to believe that these comparative figures 
are not fairly presented. 

Subject to the comment contained in the preceding paragraph with respect to the comparative figures for 
1966, in our opinion, this consolidated statement of income presents fairly the results of the operations of the 
company and subsidiary companies for the. twelve months ended December 31, 1967, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Samson, Bélair, Cdté, Lacroix et Associés, Peat, Marwick, Mitchell & Co., 
Chartered Accountants. Chartered Accountants. 


Montreal, Que. 
February 2, 1968. 
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mebeS TO THE 
CONSOLIDATED 
STATEMENT 

OF INCOME 


for the twelve months 
ended December 31, 1967 


1, PRINCIPLES OF CONSOLIDATION 


The consolidated statement of income of Quebec Natural Gas Corporation (the ““Company”) for the twelve 
months ended December 31, 1967, includes the accounts of Gaz du Québec, Inc., formerly St. Lawrence Valley 
Gas Company Limited and of Hochelaga Development Company Ltd., two wholly-owned subsidiaries. 

Gaz du Québec, Inc. started its operations on September 14, 1967, after acquiring the gas distribution system 
of the City of Sherbrooke on September 13, 1967. 


2. FISCAL YEAR-END 


During the period, the Company’s fiscal year-end was changed from June 30 to December 31. The accounts 
for the twelve months ended December 31, 1967, are compared with those for the twelve months ended 
December 31, 1966; the consolidated statement of income for the year ended December 31,1966, has not been 
audited as such. 


3. RECLASSIFICATION 


Certain figures for 1966 have been reclassified on the statement to conform with those for 1967. 


4. INCOME TAXES 


For federal income tax purposes, accumulated losses which may be offset against future taxable income, have 
been adjusted at December 31, 1967, to approximately $3,110,000. 
For provincial income tax purposes all available losses from prior years have been utilized. 


5. DEPRECIATION 


In addition to the depreciation shown in the consolidated statement of income, depreciation of $213,869 in 
respect of automotive equipment was charged to property, plant and equipment and to other accounts. 


6. DIRECTORS’ AND SENIOR OFFICERS’ REMUNERATION 


The remuneration of directors and senior officers of the Company aggregated $221,231 for the twelve months 
ended December 31, 1967. 
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Northern and Central Gas Corporation Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Northern Ontario Natural Gas, 

4600 Toronto-Dominion Centre, Toronto 1, Ontario. 
Twin City Gas, 

135-137 North Syndicate Avenue, Fort William, Ontario. 


Lakeland Natural Gas, 

P.O. Box 1087, Gardiners Road, Kingston, Ontario. 
Greater Winnipeg Gas Company, 
265 Notre Dame Avenue, Winnipeg 2, Manitoba. 


Le Gaz Provincial du Nord de Québec Ltée, 
9 est rue Perreault, Rouyn, Québec. 


Quebec Natural Gas Corporation, 
1717, rue du Havre, Montréal 24, Québec. 


Canadian Industrial Gas & Oil Ltd., 
640 Eighth Avenue, S.W., Calgary, Alberta. 


Champion Pipe Line Corporation Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Northern Ontario Acceptance Company Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Compagnie de Finance du Nord du Québec Limitée, 
9 est rue Perreault, Rouyn, Québec. 


Nortwin Development Company Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Northern and Central Realty Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Canadian Lear Jet Limited, 
4600 Toronto-Dominion Centre, Toronto 1, Ontario. 


Transfer Agents 


First Preference Shares, First Series Common Shares 
First Preference Shares, Second Series National Trust Company, Limited 
Montreal Trust Company Toronto, Ont. e Montreal, Que. 
Montreal, Que. e Toronto, Ont. Calgary, Alta. e Vancouver, B.C. 


Winnipeg, Man. e Calgary, Alta. 


Montreal Trust Company 
Vancouver, B.C. 


Winnipeg, Man. 
Second Preference Shares, SeriesA 
Second Preference Shares, Series B 
National Trust Company, Limited 
Toronto, Ont. e Montreal, Que. 
Winnipeg, Man. e Calgary, Alta. 
Vancouver, B.C. 


Chemical Bank New York Trust Company 
New York, N.Y., U.S.A. 


Common Shares Listed on Toronto, 
First and Second Preference Shares Montreal, Winnipeg and Vancouver 
Listed on Toronto Stock Exchange Stock Exchanges 


Printed in Canada on Paragon Offset Brilliant 


INCOME 


(Thousands of Dollars) 


EARNINGS AND DIVIDENDS 
(Note 3) 


SYSTEM DATA 


GAS DELIVERIES 


NORTHERN AND CENTRAL GAS CORPORATION LIMITED AND SUBSIDIARY COMPANIES 


EIGHT YEAR STATISTICAL COMPARISON note 1) 


OPERATING REVENUES 

Gas Sales 
Industrial firm. 
Industrial, subject to curtailment 
Commercial 
Residential . 
Resale 
Other 

Production Sales (Note 2) 


Total Operating Revenue. 


OPERATING EXPENSES AND TAXES 
Gas purchased . mrs 
Operations and maintenance. : 
Depreciation, depletion and amortization : 
Taxes—other than income. 
Taxes—income . 


Total Operating paences 
Operating Income 


OTHER INCOME. : 
Total Operating and Other ficome : 


INTEREST AND OTHER DEDUCTIONS 
Interest . : : 
Amortization of deferred charges : 
Provision for minority interest 
Other 


Total Interest and Other Deductions 
NET INCOME . 


Dividend requirements on preference shares 
Earnings available for common shares . 
Common shares outstanding at year-end . 
Earnings per common share . : ; 
Cash dividends paid on common shares : 
Cash dividend per common share. 


Miles of pipe at year-end—distribution and transmission . 


Expenditures for plant additions (000’s) . 
Active utility customers at year-end 
Industrial 
Commercial 
Residential. 


Total . 


Gas sales—M.C.F. 
Industrial firm. 
Industrial, subject to curtailment 
Commercial : 
Residential. 
Resale 


Total . 


1967 1966 
$ 20,238 11,767 
12,298 9,081 
18,417 11,798 
45,583 23,469 
3,586 — 

2,943 1,670 

21,268 19,528 

$ 124,333 77,313 
$ 55,971 33,024 
28,232 17,646 
10,188 6,408 

3,295 tei 

1,289 1,443 

$ 98,975 59,858 
$ 25,358 17,455 
1,445 845 

$ 26,803 18,300 
$ 11,737 5,962 
425 222 

223 1,238 

UT HAT, 

$ 14,362 5539 
§__12441 7a 
$ 2,838,926 760,399 
$ 9,601,830 10,000,527 
11,430,586 11,126,604 

$ 84 90 
$ 4,431,394 3,020,920 
$ so) 3375 
4,442 2,959 

$ 46,709 27,485 
1,916 423 

23,651 12,853 
360,279 149,025 
385,846 162,301 
38,757,233 24,861,309 
33,664,700 25,455,022 
22,065,699 15,766,111 
37,487,924 22,514,942 

8,029,587 — 

140,005,143 88,597,384 


Notes: (1) Included above are figures for the full year in which control was acquired and each succeeding year 


thereafter of subsidiary companies acquired during the period as follows: 
1965-1967 


Lakeland Natural Gas Limited 


Greater Winnipeg Gas Company 1965-1967 
Canadian Industrial Gas & Oil Ltd. 1966-1967 
Quebec Natural Gas Corporation : 1967 


(2) Represents oil and gas production, industrial gas and liquefied petroleum gas sales of Canadian 


Industrial Gas & Oil Ltd. 


(3) Restated to give effect to a 2 for 1 split of common shares in 1966. 


1965 1964 1963 1962 1961 1960 
9,848 6,291 5,424 4,681 4,472 3,828 
9,093 6,325 6,048 5,997 5,274 5,403 
10,463 3,592 3,176 2,660 2,125 1,555 
21,407 7,755 6,656 5,372 3,912 2,401 
1,369 450 306 130 54 8 
52,180 24,413 21,610 18,840 15,837 13,195 
29,930 16,028 14,024 12,556 10,635 9,414 
6,666 2,652 2,524 2,074 1,864 1,088 
2,880 1,091 946 713 430 361 
1,180 341 278 259 230 216 
1,089 9 8 8 8 9 
41,745 20,121 17,780 15,610 13,167 11,088 
10,435 4,292 3,830 3,230 2,670 2,107 
453 97 113 178 221 170 
10,888 4,389 3,943 3,408 2,891 2,277 
4,339 2,163 2,086 1,723 1,536 1,375 
203 135 128 99 69 38 
294 16 15 19 43 26 
68 52 153 90 — = 
4,904 2,366 2,382 1,931 1,648 1,439 
5,984 2,023 1,561 1,477 1,243 838 
760,400 113,557 120,000 120,000 120,000 90,000 
5,223,192 1,909,620 1,441,088 1,356,673 1,123,164 747,720 
6,424,756 3,097,882 2,815,102 2,768,502 2,743,842 2,592,312 
81 62 51 49 1 29 
988,763 822,097 698,399 346,029 — as 
30 275 25 125 = os 
2,388 1,001 968 931 749 703 
11,815 3,929 4,243 7,977 4,912 4,761 
402 106 110 96 92 88 
11,998 4,221 3,860 3,277 2,755 2,277 
136,567 48,607 44,651 39,052 29,539 19,810 
148,967 52,934 48,621 42,425 32,386 22,175 
20,484,723 13,462,878 «11,584,714 10,177,617 9,557,569 8,620,634 
25,290,613 17,229,234 = 16,507,127 16,584,077 =—s'14,713,547 ‘114,761,365 
13,831,354 4,728,448 4,004,298 3,344,885 2,589,406 1,836,564 
20,486,351 6,031,029 5,261,790 4,225,021 3,101,622 1,927,178 
80,093,041 41,451,589 37,357,929 34,331,600 29,962,144 27,145,741 


as year statistical information of individual companies 
is available upon request. 
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Major new industries continue to locate in the Northern and 
Central service area. Shown above is natural gas being used 
n the production of television tubes at the Corning Glass 
Works of Canada Ltd. plant at Bracebridge, Ontario. 


rt Ea se 


CIGOL increased oil and gas production in 1967 when 
2,780,500 barrels of oil and 25,598,500,000 cubic feet of gas 
were produced. Seen above is the gas extraction plant of Can- 
adian Industrial Gas & Oil Ltd. (CIGOL) at St. Albert, Alberta. 
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In preparation for planned expansion of gas service east of Montreal and into the 
Eastern Townships of Quebec, the propane-air distribution system of the City of 
Sherbrooke was purchased in 1967. This city of more than 75,000 population 
occupies a key position in the economy of the area. 


The $235 million project of Great Canadian Oil Sands Limited, at Fort McMurray, 
began production in 1967. When in full production, expected in the second 
quarter of 1968, substantial net revenues through royalties will be generated 
by Abasand Oils Limited, a wholly-owned CIGOL subsidiary. 
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